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ABSTRACT 
The objective of the present study is to search for methods to effectively 
motivate survivors in a downsized organization, and staff in a salary and/or fringe 
benefits cutting organization. Totally there were 138 employees and 58 human 
resources managers participated in the study. Measurements of companies' 
downsizing practice，salary and fringe benefits cutting practice, employees' 
expectation of companies' practice to survivors, employees' organizational 
commitment, psychological health, productivity and morale were conducted in the 
survey. Results showed that great discrepancies were found between employees' 
expectation and companies，actual practice to survivors during downsizing. Human 
resources managers also reported that there was a decrease in morale and 
psychological health of the survivors after downsizing. However, no significant 
differences in organizational commitment and psychological health were found 
among employees with or without either a downsizing, a salary cut or a fringe 
benefits cut. Effective recommendations based on the above results were given to 
managers to enhance organizational effectiveness. 
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C H A P T E R I 
mXRODUCTION 
Downsizing which refers to the planned elimination of position or jobs is a very 
common practice in a large number of troubled corporations recently. Downsizing has 
tumed into one of the inevitable outcomes of living in a global world where continual 
adjustments to products, services, and the price of labor are needed to remain 
competitive. Although downsizing enables a company to enjoy lower overheads, 
decreased bureaucracy, faster decision making, smoother communication as well as 
better earnings etc., a study by an outplacement firm found that 74 percent of the 
senior executives in a downsized companies had problems with morale, trust, and 
productivity (Henkoff，1990). Indeed，58 percent of the surveyed companies reported 
that employee morale was decreased after downsizing (Bennet, 1991). Research 
results indicated that many organizations enjoyed higher productivity immediately after 
downsizing but then decreased dramatically in a long run (Appelbaum, Simpson & 
Shapiro，1987). 
Nowadays, some employers' attitude is that making money is the top priority, and 
employees are of lower ranking. Some employers only care about the ways to 
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effectively reduce the operational cost but ignore the negative effects which may 
impact on the survivors. As survivors feel themselves being increasingly dispensable, 
the company lose their trust, loyalty and commitment which are crucial for maintaining 
organizational effectiveness (Lee, 1997). Survivors may not trust top management's 
openness because communication is perceived as not credible and information is 
withheld from them. They may not believe that top management cares about their 
needs if they see that top managers sacrificed employees' welfare for their own gain. 
Survivors' competency may also be threatened for they have to take up the job duties 
of the laid-ofF staff, which may require different skills. Their sense of personal control 
suffers due to the constantly changing job responsibilities and uncertainty induced from 
frequent layoffs (Mishra & Spreitzer，1998). 
In view of the above researches, downsizing did result in a decrease in morale, 
organizational commitment, psychological health as well as productivity of survivors. 
Therefore, it is very important for employers to place more emphasis on invigorating 
survivors after downsizing. This may enhance the effectiveness and efficiency of 
companies and facilitate their future growth. In other words, once top management 
has decided to reduce the work force, they must also seek to best accomplish such 
shrinkage. 
In Hong Kong, company downsizing has become more and more popular ever 
since 1995. Examples of downsized companies are: 
AT&T. AT&T laid off 200 staff in the computer division due to company 
restructuring in September, 1995. Compensation according to the labor ordinance was 
given to the laid-off staff. 
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Hongkong Telecom, In April 1995，Hongkong Telecom offered voluntary 
separation to its senior management staff in order to simplify the organizational 
structure so as to enhance effectiveness. Staff were given one month to make the 
decision and ultimately 556 of these senior executives accepted the offer. The 
company offered compensation that was more than the requirement of the labor 
ordinance to the voluntary exit staff. However, these staff complained that the 
company offered less than a month for them to determine their future. 
China Light & Power Limited, China Light & Power Limited offered 
voluntary separation to 1020 stafF in July 1997，which was the third time the company 
introduced downsizing in the past two years. The aim of the downsizing was to 
simplify the organizational structure. Compensation that was more than the 
requirement of the labor ordinance was given to those stafF that admitted to resign 
voluntarily. 
Cathay Pacific Airways Limited, In July 1997, Cathay Pacific axed 350 jobs due 
to company restructuring. 
Wing On Department Stores flIong Kong) Limited. Two hundred and seventy 
staff of the Wing On Department Stores were laid-off in May, 1998. The company 
said that the layoff was due to the economic recession after the Asian Financial Crisis, 
which resulted in a drop in the retail sales. The company provided compensation 
according to the requirement of the labor ordinance to the laid-off staff as well as 
contacted other department stores to recruit these staff. 
Marks & Spencer. Marks & Spencer laid-ofF 50 management stafF in November 
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1998 due to the poor sales performance resulted from the economic recession after the 
Asian Financial Crisis. The company contacted employment agencies to assist its staff 
to find new jobs. Compensation according to the requirement of the labor ordinance 
was given to the staff. 
Hongkong Teleconv In April 1999，Hongkong Telecom offered voluntary 
separation to 4000 staff, which accounted for almost one-third of its workforce. 
Those who accepted the volunta17 exit would receive an exgratia payment. The aim of 
the offer was to cut operation cost due to the decrease in profit, which saved one 
billion for the company per year. 
From the above examples, we can see that downsizing became popular since 
1995. The reason for downsizing at that time was mainly due to company 
restructuring. However, after the Asian Financial Crisis in 1997，the reason for 
downsizing was mainly due to the economic recession, which affected the sales 
performance of the companies. 
Besides downsizing, salary-cutting was also the trend in recent years which 
resulted in a lost of loyalty put ton, 1997)，well-being (Baruch, 1998)，organizational 
commitment and productivity fBishop & Scott, 1997). If after salary-cutting, 
employees perceived that there is an inequity relationship between the ratio of their 
own input/output to the ratio of the input/output of workers in similar positions in the 
same industty, they may experience a drop in morale, organizational commitment and 
productivity. Here, input refers to the things that an employee brings to the job such 
as experience, education, special skills, work effort etc. where output refers to pay, 
benefits etc. O^isher, Schoenfeldt & Shaw, 1996). As such, if companies implement a 
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big salary cut in which the salary of its staff is lower than the industry average of 
equivalent position, it may reduce employees' morale, productivity and organizational 
commitment for they think that they are being treated unfairly. 
Examples of salary-cutting organizations in Hong Kong: 
G2000, In July 1998, G2000 forced 600 stafFto accept a big cut in their salary. 
The company reduced 17% of the salary ofits staff. Those who rejected the offer had 
to leave the company at once. The reasons for the salary cut was due to the drop in 
profit during economic recession in Hong Kong resulted from the Asian Financial 
Crisis. 
Marks & Spencer. In November 1998, Marks & Spencer cut the salary o f 4 0 of 
its management stafF to reduce its operational cost. The reason for the salary cut was 
also due to the drop in sales after the Asian Financial Crisis. As such, the company 
implemented salary cut to increase its competitiveness. 
In view ofthe negative effects on organizational effectiveness after downsizing or 
salary-cutting, the objective of the present study is to give practical suggestions to 
managers in motivating survivors in a downsized company and staff in a salary-cutting 
company. Since none of the research has studied the effects of fringe benefits cutting 
on organizational effectiveness, the present research will also bridge this gap. As such, 
our research question is "How to effectively motivate survivors in a downsized 
organization, and staff in a salary andy'or fringe benefits cutting organization?" To 
answer this research question, we will study companies' practices on downsizing, 
salary and fringe benefits cut, employees，expectation of these practices，the effect of 
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downsizing on employees， productivity, morale, psychological health and 
organizational commitment as well as the effect of salary and fringe benefits cut on 
employees，psychological health and organizational commitment. 
The reasons that we have chosen to study downsizing, salary and fringe benefits 
cut in Hong Kong are due to the economical change and the excellent timing. The 
Asian Financial Crisis in 1997 has resulted in economic recession in Asia. As 
suggested by the above examples of downsizing and salary-cut, many companies have 
attempted to cut cost by reducing the size of workforce proportionally and/or reducing 
employees' salary. Moreover, the revolutionary transformation in information and 
communication technology also resulted in the frequent introduction of downsizing 
practices. Changes in these technologies have led to a growing redundancy of the 
traditional role of middle management (Kets de Vries & Balazs，1997). 
In fact, we can see from the above examples that the trend of downsizing and 
salary-cut seems to be continuing in Hong Kong. In view of the negative effects 
brought by downsizing and salary cut such as: decreased in morale and productivity, 
failure of survivors to keep up with the new demands ofjobs, resistance of survivors to 
change etc., it is very important to investigate how to motivate survivors in a 
downsizing organization, as well as staff in a salary and/or fringe benefits cutting 
company in order to enhance organizational effectiveness. This in tum can improve 
individual company's performance as well as the overall economic situation in Hong 
Kong. 
In short, the present study is to investigate how companies implement 
downsizing，salary andA^r fringe benefits cutting as well as employees' expectation of 
the companies' practices. Besides, the relationship of organizational commitment, 
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psychological health, productivity and morale with downsizing, as well as the effect of 
salary or fringe benefits cut on employees' organizational commitment and 
psychological health will also be investigated. Based on the results from the study, 
some effective recommendations for managers in motivating survivors and stafFwill be 
provided in order to enhance organizational effectiveness. 
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CHAPTER n 
LITERATURE REVBEW 
Organizational Commitment (OC) is a well-established concept in the managerial 
and behavioral sciences. It refers to the concept that a person has a sense of 
commitment to the organization he/she works for. This may involve employees' 
identification and tendency to stay in the company, as well as their willingness to make 
efforts to the organization (Baruch, 1998). Organizational commitment consists of 
affective commitment, continuance commitment and normative commitment. AfFective 
commitment refers to the emotional attachment, identification and involvement of the 
employees to the organization. Continuance commitment is based on employees' 
perceived costs of leaving the organization. Normative commitment refers to the 
degree that employees feel obligated to stay in the organization (Allen & Meyer, 
1990). 
Organizational commitment leads to specific behavioral outcomes which are 
crucial for organizations' effectiveness such as the desire and intent to remain, 
attendance, employee retention, and job performance (Baruch 1988). In fact, a 
consistent and strong relationship with organizational commitment and turnover has 
been found (Parasuraman & AJutto，1984) in which higher organizational commitment 
resulted in less turnover. Moreover, high commitment is positively 
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related to low absenteeism as well as high productivity (John B. Miner, p.l27, 1992). 
There are correlation between employees' loyalty and organizational performance, 
which results in employees，willingness to assume responsibility for their work and to 
perform their tasks reliably (Stroh & Reilly，1997). Besides, according to Baruch 
(1998)，the extent of the organization committed to employees affects employees' 
commitment to the organization; and as the former declines, the latter will 
subsequently decline too. 
The Aon study • America(^,Work in 1998 concludes that American workers are 
becoming less committed to their employers after downsizing or salary cutting. Also, 
the study has found that workers would switch jobs for 'relatively small，increases in 
pay. Indeed, downsizing, wage erosion have greatly reduced organizational 
commitment as perceived employment security diminishes. 
According to Brocker, Grover, Reed and Dewitt (1992), the relationship between 
job insecurity associated with a layoff and work effort of survivors takes the form of an 
inverted U function (refer to figure 1)，i.e. work effort will be greater at moderate 
rather than at low or high levels o f job insecurity. I f job insecurity is low, survivors are 
likely to be unmotivated as they may think that additional layoffs are unlikely. On the 
other hand, if job insecurity is high, survivors are also likely to be unmotivated since 
they believe that additional layoffs are likely to happen and they or their organizations 
can hardly do anything to help them counteract the negative consequences o f job loss. 
These perceptions may result in feelings of helplessness, which then attenuate 
motivation (Seligman, 1975). In short, according to Brocker, Grover，Reed and 
Dewitt (1992), both too high or too low levels of job insecurity will reduce 
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productivity. However, this findings may not be applicable in situation where 
downsizing is a common practice. In situation where downsizing is perceived as 
common by employees, they may experience high level of job insecurity and perceive 
that they are not easy to find another job if they are laid-ofF by the companies. This 
means that survivors will need a high sense o f job security in order to motivate them, 
and they want their companies to ensure them that there will be certainly no further 
layoff in the future. In such a way, too low job insecurity may not decrease survivors' 
productivity. In other words,, highjob insecurity may decrease survivors' productivity 
whereas lowjob insecurity may increase their productivity in today's economy. 
According to Mcgrath (1976), job loss is regarded as a stressful event because it 
places employees in uncertain situations and requires them to adapt to the changed 
routines. The continued treat created by job loss is regarded as the cause of 
deteriorating psychological health and inducing stress-related illness such as heart 
disease and ulcers. Since survivors in a downsized corporation may worry about 
whether they are going to be laid off or not (perceived job insecurity), they may 
experience high level of stress which in tum affects their job performance. In fact, 
downsizing announcements can greatly affect employees' morale and performance 
while survivors await to see who is going to be affected. Stress and stress-related fear 
exist among those who stay after downsizing is natural, predictable and essentially 
universal throughout the organization. As reported by Aon Consulting in 1998， 
workers in the U.S. workforce experienced high levels of stress after downsizing, and 
with stress arose, employees，productivity and commitment fell. The increase in stress 
is due to the fact that employees are spending more and more time at work. 
According to this survey, the percentage of workers regularly putting in 50-hour per 
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week has nearly doubled since 1995 and has arisen from 13 percent to 23 percent. 
This demonstrated that there was a link between the long hours of work and the 
increasing stress. As the employees put in more time at the office or factory, they have 
increasing trouble in balancing their work lives and their personal lives. Therefore, it 
creates conflicts and in tum results in stress. 
For a number of years, the inverted-U hypothesis has been accepted as describing 
the relationship between stress and performance (refer to figure 2). This hypothesis 
claims that, stress up to a certain point, can serve to arouse a person and increase 
his/her attention to the job, and thus may improve performance. However, research 
also showed that beyond an optimum point, performance will start to decline 
(Ivancevich & Matteson, 1980). In fact, when employees experience serious 
psychological health problems, the organization also suffers. Job performance has 
repeatedly been found to decrease due to the increasing levels of stress (Jamal, 1984). 
Companies may experience high levels of absenteeism and turnover when its 
employees consistently experience too much stress. Accident rates may also increase. 
Finally, employees' satisfaction with the job and the organization, industrial relations, 
and productivity may also decrease from excessive stress QFisher, Schoenfeldt & Shaw, 
1996). 
Besides, it has been found that companies usually give compensation to the laid-
off staff such as a severance check that includes one week's pay for every year of 
service, accrued vacation and sick pay, supplemental unemployment benefits which 
could accumulate to as high as 15 percent of the salary (Mishra, Spretizer & Mishra, 
1998). However, many employers placed little emphasis on motivating the survivors 
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by organizing motivation programs, social activities etc. to enhance employees' 
organizational commitment, morale, productivity and psychological health. 
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CHAPTERm 
METHODOLOGY 
Subjects 
The study was carried out among two groups of participants. The first group 
consisted of 138 full-time employees working in various companies in Hong Kong. All 
of them were part-time MBA students of The Chinese University of Hong Kong who 
have more than three years of working experience. Among them, 68 had experienced 
a downsizing in their companies in the past 18 months (from September 1997 to April 
1999). The second group of participants consisted of 58 human resources managers 
from different companies. Thirty-two of them had experienced a downsizing in their 
companies in the past 18 months (from September 1997 to April 1999). They were 
responsible for planning and implementing the downsizing practices of their 
companies. 
Data Collection Procedure 
There were two sets of questionnaires in our study (Appendix III). One was 
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for the employees and the other was for the human resources managers. Participation 
in the study was entirely voluntary, and participants were assured that their responses 
would be held in strict confidence. 
For the employees, questionnaires were distributed to them by hand and 
collected upon their completion. The questionnaire was designed to study the actual 
practices of downsizing, salary or fringe benefits cut in employees' companies, 
employees' expectation of these practices, as well as their organizational commitment 
and psychological health. 
For the human resources managers, questionnaires were distributed to them by 
fax. There was no preference in the kind of industiy, business or the nature of the 
companies for our sampling. The questionnaire was constructed to study the 
companies' actual practices during downsizing, salary or fringe benefits cut, human 
resources managers' perception of survivors' morale, productivity and psychological 
health after downsizing. Totally 330 questionnaires were faxed out to the human 
resources managers of different companies. Among them, 58 were completed and 
returned by fax. The responding rate was about 17.58%. 
Measurements 
Questionnaires for the Employees 
Downsizing. First, employees were asked to indicate whether or not the 
' : ‘ • 
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companies they were working for had experienced a downsizing in the past 18 months 
(from September 1997 to April 1999). Second, they were asked to describe what their 
companies had done to both the laid-ofF staff and the survivors during downsizing. 
Examples of questions regarding things done by the companies to the laid-off staff 
included: "Organized a formal meeting which clearly explained the reasons of 
downsizing," "Invited consulting companies to organize outplacement for the laid-ofF 
staff." Examples of questions regarding things done to the survivors during 
downsizing are "Provided specific skills training programs to the survivors for taking 
up extra responsibilities," "Provided bonus to the survivors for taking up extra 
responsibilities." Besides, one question was specifically asked about the employees' 
expectations of their companies' practices in dealing with the survivors. 
Salary Cut and Fringe Benefits Cut Employees were asked to indicate 
whether or not they had experienced a salary cut or a fringe benefits cut in the past 18 
months (from September 1997 to April 1999). They were also asked to describe their 
companies' practices during salary or fringe benefits cut. Examples of some of the 
items included: "Organized a formal meeting which clearly explained the reasons of 
salary cut or fringe benefit cut," "Invited consulting companies to organize motivation 
programs for the survivors," "Organized social activities to facilitate upward and 
downward communication of staff in the company." Besides，one question was 
specifically asked the employees to describe their expectation of their companies' 
practices during salary cut and fringe benefits cut. 
Organizational Commitment Commitment to the organization was measured 
by the questionnaire constructed by Meyer & M e n (1990) from the joumal "The 
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measurement and antecedents of afFective, continuance and normative commitment of 
the organization." Organizational commitment was divided into and measured by three 
components: afFective commitment, continuance commitment and normative 
commitment. 
Affective commitment which refers to the emotional attachment of the 
employees to the organization was measured by totally eight items in a five-point scale 
such as “I would be happy to spend the rest of my career with this organization," “I do 
feel a strong belonging to my organization" 
Continuance commitment refers to the cost employees perceived of leaving the 
organization. It was measured by eight statements like: “I am not afraid of what might 
happen if I quit my job without having another one lined up," "It wouldn't be too 
costly for me to leave my organization now." A five-point scale were used to measure 
these items. 
Normative commitment refers to employees' feelings ofbeing obligated to stay 
in the organization. It was measured by eight questions in a five-point scale. Examples 
of the questions are “I do not believe that a person must always be loyal to his or her 
organization," "One of the reasons I continue to work for this organization is that I 
believe that loyalty is important and therefore feel a sense of moral obligation to 
remain." 
Psychological Health, Employees were asked to describe the level of stress 
they experienced from theirjobs. Totally six questions in a five-point scale were asked 
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to measure employees' psychological health. The questionnaires were adopted from 
the joumal “ Note on tension discharge rate as an employee health status predictor" 
written by Ivancevich and Matteson (1983). Examples of statements are "When I get 
home after work, I am so preoccupied with what happened on the job that I can't talk 
with my spouse and friends," “I stay in ‘high gear，and have trouble relaxing once I 
leave work." 
Questionnaire for the Human Resources Managers 
Downsizing. First, human resources managers were asked to indicate whether 
or not their companies had experienced a downsizing in the past 18 months (from 
September 1997 to April 1999). Second, they were asked to describe what their 
companies had done to both the laid-ofF staff and the survivors during downsizing. 
Examples of questions regarding things done by the companies to the laid-ofF staff 
included: "Organized a formal meeting which clearly explained the reasons of 
downsizing," "Invited consulting companies to organize outplacement for the laid-ofF 
stafF." Examples of questions regarding things done to the survivors during 
downsizing are "Provided specific skills training programs to the survivors for taking 
up extra responsibilities，，，"Provided bonus to the survivors for taking up extra 
responsibilities." 
Salary Cut and Fringe Benefits Cut Questions regarding whether or not the 
companies that the human resources managers were working for had experienced a 
salary cut or fringe benefits cut in the past 18 months (from September 1997 to April 
1999) were asked. Then, human resources managers were asked to describe their 
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companies，practices during salary or fringe benefits cut. Examples of some of the 
items included: "Organized a formal meeting which clearly explained the reasons of 
salary cut or fringe benefit cut," "Invited consulting companies to organize motivation 
programs for the survivors," "Organized social activities to facilitate upward and 
downward communication of staff in the company." 
Productivity, A five-point scale was used to indicate human resources 
managers' perception on the extent of the changes of productivity of survivors after 
downsizing. Question that used to measure this construct was "What was the effect on 
productivity of the survivors after downsizing?" 
Morale. Human resources managers were asked to report whether or not they 
had observed any changes in survivors' morale after downsizing. Again, a question in 
a five-point scale was used to measure this changes “ What was the effect on morale of 
the survivors after downsizing?" 
Psychological Health, Question regarding human resources managers' 
perception of the changes in psychological health of the survivors were asked: “ What 
was the effect on psychological health of the survivors after downsizing?" A five-point 
scale was used to measure the perceived changes. 
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CHAPTER IV 
RESULTS 
Our results indicated that about 50 percent of the employees (68 out of 138) had 
experienced a downsizing in their companies during the past 18 months (from 
September 1997 to April 1999). Among all of the employees, 23 (17 percent) had 
experienced a salary cut while 67 (49 percent) of them had encountered a reduction in 
fringe benefits in the past 18 months (from September 1997 to April 1999). 
Among a total of 58 human resources managers, 32 of them (55 percent) indicated 
that their companies had experienced downsizing. Also 11 (19 percent) and 17 of 
them (29 percent) reported that salary cut or fringe benefits cut were implemented in 
their companies in the past 18 months (from September 1997 to April 1999). 
Downsizing 
Companies' Actual Practice to Laid-off Staff 
According to the results, 74 percent (50 out of 68) of the companies would 
choose to inform the laid-off staff verbally by superiors whereas 50 percent (34 out of 
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68) of the companies preferred to notify the laid-off staff by letter. Besides, about 43 
percent of companies (29 out of 68) would provide compensation according to the 
requirement of the Labor Ordinance whereas 35 percent (24 out of 68) would provide 
more than the requirement (Refer to figure 3). 
Comparison ofEmployees' Expectation to 
Companies' Actual Practice to Survivors 
When compared employees' expectation to what the companies had actually 
done to the survivors during downsizing, it was very obvious that employees' 
expectation was higher than companies' actual practice in every single item (refer to 
figure 4). It seemed that most companies placed more emphasis on the following 
aspects: explaining the reasons of downsizing to the survivors (47 percent), ensuring 
survivors' positions in the company either by their superiors (20 percent) or by means 
of a formal meeting (18 percent). However, companies' actual practices in all these 
aspects were still not met with the expectation of the survivors. 
Besides, companies also failed to meet survivors' expectation in the following 
aspects: provided skill training programs to the survivors, offered bonus for taking up 
extra work, organized an open forum to answer survivors' queries, as well as 
organized social activities to facilitate upward and downward communication in the 
companies. In fact, figure 4 showed that over 36 percent of employees expected to 
join the skill training programs while merely 8 percent of companies were able to 
provide that. Also, 34 percent of employees expected to receive extra bonus for extra 
work but only 6 percent of companies did that. Moreover, companies were also 
unaware of the employees' need of an open fomm in answering their queries, as the 
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discrepancy of employees' expectation and companies' practice was 25 percent and 9 
percent respectively. In addition, only 3 percent of the companies did organize social 
activities for its survivors while 20 percent of employees expected that. 
Comparison ofEmployees' and Human Resources Managers' 
Perception Regarding Things Being Done to Survivors 
In figure 5, we compared the employees' and human resources managers' 
perception regarding things that have been done by the companies to the survivors 
during downsizing. Results showed that human resources managers usually perceived 
that they had done a lot of things to the survivors during downsizing but those things 
did not always get through to the employees. As we can see in figure 5, for some 
items, there was a difference in the percentage of employees and those of the human 
resources managers regarding things that they perceived the companies had done to 
the survivors. These items included: provided skill training programs (10 percent of 
employees versus 25 percent of human resources managers), organized an open fomm 
for answering questions of survivors (about 9 percent of employees versus 16 percent 
of human resources managers) and organized more social activities (about 4 percent 
of employees versus 9 percent of human resources managers). 
Nevertheless, the percentage of employees and those of the human resources 
managers who could perceive items like: organized a formal meeting to explain the 
reasons of downsizing, organized motivation programs by consulting companies and 
ensured survivors' position by a formal meeting, were about the same. 
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Comparison ofEmployees' Expectation to Human Resources 
Mangers' Actual Practice to Survivors During Downsizing 
A cross comparison between employees' expectation and human resources 
managers' actual practice was shown in figure 6. It was obvious that employees' 
expectation was higher than human resources managers' actual practice across all 
items during downsizing. Some of these items were more prominent which included: 
ensured survivors' positions by a superior (30 percent of employees versus only 5 
percent of human resources managers), organized motivation programs (21 percent of 
employees versus 9 percent of human resources managers) as well as organized social 
activities (20 percent of employees versus 10 percent of human resources managers). 
Moreover, from the results, it showed a comparatively high percentage of 
employees (about 35 percent) expected to receive bonus for taking up extra work, 
however none was done by the human resources managers as reported in the survey. 
Human Resources Managers' Perception of Survivors' 
Productivity and Morale After Downsizing 
The means and standard deviations for the measure of survivors' productivity, 
morale and psychological health as perceived by human resources managers are 
reported in Table 1. 
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Table 1. Means and Standard Deviations of Survivors' Productivity, Morale and 
Psychological Health as Perceived by the Human Resources Managers. 
Study Variable Human Resources Managers' Evaluation 
(N=58) 
Productivity Mean = 3.11"""(S.D= 1.01) 
Morale Mean = 2.36~~(S.D.= 0.99) 
Psychological Health Mean = 2.63~~(S.D = 0.90) 
Measures ofEmployees' Organizational Commitment and 
Psychological Health with or without Downsizing 
The means and standard deviation of the measures of employees' organizational 
commitment (which comprised affective commitment, continuance commitment and 
normative commitment) and psychological health with or without downsizing was 
reported in Table 2. Using a two-tailed test at 0.05 level for affective commitment, no 
significant differences were found between the employees with downsizing and those 
without (p=0.0632>0.05). Same results obtained for continuance commitment and 
normative commitment in which a two-tailed test at 0.05 level were also used for the 
analysis (p=0.8598>0.05 and 0.1586>0.05 respectively). Besides, there was also no 
significant difference on psychological health between employees with or without 
downsizing in their companies (p=0.4593>0.05). 
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Table 2. Means and Standard Deviations ofEmployees' Affective Commitment, 
Continuance Commitment, Normative Commitment and Psychological 
Health with or without Downsizing 
Study Variables Employees who have Employees who have not 
experienced a downsizing experienced a downsizing 
(N=68) (N=70) 
Affective 
Commitment Mean = 2.88 (S.D.= 0.26) Mean = 3.01 (S.D.= 0.44) 
Continuance 
Commitment Mean = 3.04 (S.D.= 0.14) Mean = 3.05 (S.D.= 0.38) 
Normative 
Commitment Mean = 2.70 (S.D = 0.30) Mean = 2.80 (S.D.= 0.48) 
Psychological 
Health Mean = 3.25 (S.D=0.65) Mean = 3.16 (S.D.=0.71) 
Salary Cut and Fringe Benefits Cut 
Comparison ofEmployees' Expectation to Companies' Actual Practice 
Regarding Salary Cut and Fringe Benefits Cut 
When comparing employees' expectation to what the companies had done to the 
employees during salary cut or fringe benefits cut (refer to figure 7), it was also very 
apparent that employees' expectation was higher than companies' actual practice in 
nearly every single item. As from figure 7, it revealed that there was a great 
discrepancy in employees' expectation and companies' actual practices regarding the 
following items: "discussed with the staffs regarding the salary cut or fringe benefits 
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cut before the company actually did that" (100 percent of employees versus 30 
percent), "organized a formal meeting to explained the reasons of salary or fringe 
benefits cut" (about 100 percent of employees versus 32 percent of companies), and 
"notified the staff individually by superior" (about 75 percent of employees versus 32 
percent of companies). Many companies also not met the expectation of the 
employees in organizing motivation programs (18 percent of employees versus 5 
percent of companies) as well as open forum ( 38 percent of employees versus 10 
percent of companies) during salary cut or fringe benefits cut. 
Comparison ofEmployees' and Human Resources Managers' Perception 
Regarding Things Being Done during Salary Cut or Fringe Benefits Cut 
In figure 8, we compared the employees and human resources managers' 
perceptions regarding things that the companies had done during salary cut or fringe 
benefits cut. Results showed that for some items, the percentage of employees that 
perceived their companies had performed these items to the staff were lower than 
those of the human resources managers. These items included : “organized a formal 
meeting to explained the reasons of salary or fringe benefits cut” (about 18 percent of 
employees versus 32 percent of human resources managers), "notified the staff 
individually by superior" (about 6 percent of employees versus 32 percent of human 
resources managers), "Notified the staff by letter" (9 percent of the employees versus 
65 percent of human resources managers). On the other hand, for items such as 
"organized an open fomm" (25 percent of employees and 10 percent of human 
resources managers), "organized social activities" (15 percent of employees versus 
five percent of human resources managers), the percentage of employees who 
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perceived their companies had performed these items were higher than those of the 
human resources managers. 
Comparison of Employee' Expectation and Human Resources Managers' 
Actual Practice Regarding Salary Cut or Fringe Benefits Cut 
A cross comparison between employees' expectation and human resources 
managers' actual practice regarding salary cut or fringe benefits cut was shown in 
figure 9. Once again, this result was consistent with most of our findings in the sense 
that employees' expectation was much higher than the actual practices of the human 
resources managers. These findings were more significant in items like: "discussed 
with the staffs regarding salary cut or fringe benefits cut before the company actually 
did that" (about 100 percent of employees versus 48 percent of human resources 
managers), "explained the reasons by a formal meeting" (98 percent of employees 
versus 18 percent of human resources managers), "notified by a superior" ( 74 percent 
of employees versus 6 percent of human resources managers) and “notify by letter" 
(78 percent of employees versus 10 percent of human resources managers). 
Measures ofEmployees' Organizational Commitment and 
Psychological Health with or without Salary Cut 
The means and standard deviations for the measures of employees' 
organizational commitment, i.e. affective commitment, continuance commitment, 
normative commitment, and psychological health with or without salary cut are 
reported in Table 3. A two-tailed test at 0.05 level was used for the analysis. No 
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significant differences were found for affective commitment between the employees 
with or without salary cut (p 二 0.2896>0.05). Same results were obtained for 
continuance commitment (p 二 0.8451>0.05), normative commitment (p = 
0.9225>0.05) as well as psychological health (p = 0.4317>0.05). 
Table 3. Means and Standard Deviations for Employees' Affective Commitment, 
Continuance Commitment, Normative Commitment and Psychological 
Health with or without Salary Cut 
Study Variables Employees who have Employees who have not 
experienced a salary cut experienced a salary cut 
CN=23) (N=115) 
Affective 
Commitment Mean = 2.89 (S.D = 0.22) Mean = 2.95 (S.D.= 0.39) 
Continuance 
Commitment Mean = 3.05 (S.D.= 0.11) Mean = 3.04 (S.D.= 0.31) 
Normative 
Commitment Mean = 2.75 (S.D = 0.31) Mean = 2.75 (S.D = 0.42) 
Psychological 
Health Mean = 3.11 (S.D.= 0.60) Mean = 3.22 (S.D = 0.70) 
Measures ofEmployees' Organizational Commitment and 
Psychological Health with or without Fringe Benefits Cut 
The means and standard deviations of the measures of employees' organizational 
commitment (affective commitment, continuance commitment, normative 
commitment) and psychological health with or without fringe benefits cut are reported 
in Table 4. Again, a two-tailed test at 0.05 level were used for the analysis. No 
28 
significant differences were found for affective commitment between employees with 
fringe benefits cut and those who did not (p = 0.1319>0.05). Same findings for the 
continuance commitment (p = 0.5688>0.05), normative commitment (p 二 
0.1085>0.05) and psychological health (p = 0.3791>0.05) were found. 
Table 4. Means and Standard Deviations for the Measures ofEmployees' Affective 
Commitment, Continuance Commitment, Normative Commitment and 
Psychological Health with or without Fringe Benefits Cut 
Study Variables Employees who have Employees who have not 
experienced a Fringe Benefits experienced a Fringe Benefits Cut 
Cut ONN67) (N=69) 
Affective 
Commitment Mean = 2.90 (S.D = 0.26) Mean = 3.00 (S.D = 0.45) 
Continuance 
Commitment Mean = 3.03 (S.D = 0.13) Mean = 3.06 (S.D = 0.38) 
Normative 
Commitment Mean = 2.70 (S.D = 0.29) Mean = 2.81 (S.D.= 0.48) 
Psychological 
Health Mean-3 .26 (S.D = 0.68) Mean = 3.16 (S.D = 0.68) 
In general, all our results were consistent with one another. Employees usually 
expected more than their companies offered no matter if was a downsizing, a salary-
cut or a fringe benefits cut. Moreover, human resources managers usually perceived 
more than those of the employees in regard of things that they had done to the staff 
during downsizing, salary cut or fringe benefits cut. Furthermore, human resources 
managers did perceive a decrease in morale and psychological health of the survivors 
after downsizing. Lastly, no significant differences were found for organizational 
commitment and psychological health among employees with or without downsizing, 
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salary cut or fringe benefits cut, except for affective commitment where significant 
difference were found for employees with downsizing. 
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CHAPTER V 
DISCUSSIONS 
The result of our study can be viewed from two perspectives. First, the general 
expectation of employees and the mismatch between their expectation to the 
companies' actual practice during downsizing, salary cut or fringe benefits cut. 
Second, the organizational commitment and psychological health of employees 
regarding downsizing, salary cut or fringe benefits cut. 
From the results obtained, almost 50 percent of companies have downsized since 
the Asian Financial Crisis in late 1997. Most companies laid-off staff either for the 
purpose of company restructuring or cost reduction because of the worsening 
business. In fact, it seems that downsizing has become a very common practice 
nowadays. 
Downsizing 
Companies' Common Practice to the Laid-off Staff and Employees' Expectation 
of the Things Being Done to the Survivors 
According to our survey, a wide range of things could be done by the companies 
during downsizing (refer to figure 3). Besides compensation based on the labor 
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ordinance or more than those required, most companies' common practice towards the 
laid-off staff included: formal notification either by a superior or by letter. 
However, it seemed that many companies were not doing enough to take care of 
the survivors after downsizing. There was a big gap in employees' expectation and 
companies actual practice to survivors during downsizing. The general phenomenon 
was that employees usually expected more than the companies offered, [t was 
particularly the case in areas which concerned their new job responsibilities. 
Employees indicated that they would like to have an open forum for them to raise 
questions as well as to clarify doubts. There was also a need for them to join some 
skills training programs (about 35 percent) and motivation programs (about 20 
percent) in order to perform well in their newly reshaped responsibilities (refer to 
figure 4). However, our results showed that most companies lagged behind in these 
areas (about 10 percent for both skill training programs and motivation programs). It 
showed that many companies overlooked the importance in meeting their survivors' 
needs during downsizing. Moreover not enough human resources managers had been 
able to do things which could lift up to survivors' expectation during downsizing. 
Comparison ofEmployees' and Human Resources Managers' Perception 
Regarding Things Being Done to Survivors 
Taking a look of the comparison across the employees' and human resources 
managers' perception towards what the companies have been done to the survivors 
during downsizing, it is not hard to realize that the things which human resources 
managers perceived that they had done might not be perceived by the employees 
(refer to figure 5). For example, the percentage of human resources managers (25 
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percent) reported that they had provided skill training programs for the survivors were 
less than those of the employees (8 percent). This was also the same case for items 
such as organizing social activities, open forum etc.. These findings might imply that 
human resources work was ineffective or insignificant, thus failed to make a sound 
impact on employees. 
Affective Commitment 
According to our research, the means of organizational commitment for 
employees experienced a downsizing was significantly lower than those without (refer 
to Table 2). Also, there was a marginal significant difference for affective 
commitment among employees with or without downsizing (p = 0.063). This 
indicated that downsizing did affect employees' emotional attachment towards their 
companies in a sense that they would become less involved in their companies after 
downsizing. Besides, a very interesting phenomenon surfaced was that even for 
employees who had not experienced any downsizing, the affective commitment was 
also quite low. It implied that employees in general did not highly attached to the 
organization emotionally. Most of them were not greatly involved nor enjoyed that 
much with their membership in the organization. From there, a very challenging task 
posed to the human resources function of every organization: "How to get employees 
to become more devoted to the organization" which was definitely a restless question 
that human resources managers had to face perpetually. 
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Continuance Commitment 
As continuance commitment was based on the costs employees perceived with 
leaving the company, it was not surprising to see no significant difference was found 
for this construct among employees with or without downsizing. It could be 
accounted to the economic downturn after the Asian Financial Crisis in late 1997 
which contracted the labor market. This made employees perceived extremely 
difficult to switch to a newjob, thus perceived as more costly for them to leave the 
organization if there were not any job in line for them. In other words, their 
continuance commitment would not decrease even after downsizing. 
Normative Commitment 
Normative commitment refers to employee's feeling of being obligated to stay in 
an organization. The fact that no significant difference of normative commitment was 
found between employees with or without downsizing can be explained by the 
originally low levels of normative commitment of the employees even without 
downsizing. In fact, the means for normative commitment of employees without 
downsizing was as low as 2.80 (refer to Table 2). The low level of normative 
commitment can be explained by two reasons. Firstly, as Hong Kong has been 
influenced by the western thoughts for so long, employees' traditional integrity 
towards loyalty had already vanished. They no longer had a sense of moral obligation 
to continually work for their organizations. This accounted for their low level of 
normative commitment. Secondly, the severe competition in today's Hong Kong 
business environment also inhibited employees' loyalty to flourish. It is because 
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employees were more concerned aboutjob opportunities that can upgrade their skills 
so as to enhance their competitiveness in today's competitive market. As such, they 
would leave the company whenever they find a better job. This low level of loyalty 
accounted for the low normative commitment among the employees even without 
downsizing. 
Psychological Health 
Despite the fact that most human resources managers perceived that employees' 
psychological health were lowered due to downsizing, our research findings showed 
that no significant difference was found for psychological health between employees 
with or without downsizing. This might due to the fact that job stress for employees 
in Hong Kong was already very high and people were used to work in tense and stress 
situation. Therefore, adding new negative factors such as downsizing could not 
significantly lower the psychological health of the survivors. 
Salary Cut or Fringe Benefits Cut 
Comparison ofEmployees' Expectation to Companies' Actual Practice 
Similar situation also occurred in salary and fringe benefits cut as those of 
downsizing when we compared employees' expectation to companies' actual practice. 
Figure 7 showed that employees held a higher expectation towards what the 
companies should do if they decided to reduce salary or cut fringe benefits. In most 
cases, employees expected the companies to include them in discussing the matter 
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before drawing conclusions (100 percent of employees versus 30 percent of 
companies). They also demanded a formal explanation (about 100 percent of 
employees versus 35 percent of companies), notification by superior (75 percent of 
employees versus 30 percent of companies) and an open forum (about 40 percent of 
employees and 10 percent of companies) organized by the companies in order to erase 
their uncertainties. This was not hard to understand from the employees' point of 
views as they might not only concern about issues regarding salary or fringe benefits 
cut, but also the risk of being laid-off. 
Comparison ofEmployees' and Human Resources Managers' Perception 
Regarding Things Being Done to Employees 
By comparing the employees' and human resources managers' perception 
regarding what the companies have been done to the survivors during salary or fringe 
benefits cut, it is obvious that the things which human resources managers perceived 
that they had done might not be perceived by the employees (refer to figure 8). For 
example, the percentage of human resources managers (65 percent) reported that they 
had notified the staff by letter were less than those ofthe employees (9 percent). This 
was also the same for items such as organized a formal meeting for explanation of the 
salary cut or fringe benefits cut, notified the staff by superior etc.. This implied that 
the things which human resources managers had done was ineffective or insignificant, 
which failed to make a sound impact on employees. 
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Affective Commitment 
According to our results, there was no significant difference in terms of affective 
commitment among employees with or without either a salary cut or a fringe benefits 
cut in their companies. However, the means of affective commitment for employees 
experienced salary cut or fringe benefits cut was lowered than those who did not (refer 
to Table 3 and Table 4). The results implied that salary cut or a fringe benefits cut did 
lower employees' affective commitment but the extent was not that significant. 
Continuance Commitment 
Similar to downsizing, there was no significant difference in continuance 
commitment among employees with or without either a salary cut or a fringe benefits 
cut in their companies. This can be explained by the high cost perceived by the 
employees in leaving the company during the present economic recession in Hong 
Kong, which did not lower the continuance commitment of employees even after 
salary cut or fringe benefits cut. 
Normative Commitment 
Our research found that there were no significant difference of normative 
commitment between employees with or without either a salary cut or fringe benefits 
cut. We believed that it might be due to cultural and economical factors as explained 
in the downsizing section above. 
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Psychological Health 
Again, our results showed that no significant difference was found between 
employees with or without either a salary cut or a fringe benefits cut. We believed it 
might due to the fact that Hong Kong employees were used to work under high 
pressure, thus resulted in high stress. Therefore, adding new negative factors such as 
salary cut or fringe benefits cut could not significantly lower their psychological 
health. 
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C H A P T E R V I 
RECOMMENDATIONS 
From the results, we found that there was a great discrepancy between 
employees，expectation and companies' actual practice to the survivors during 
downsizing. This meant that companies did not perform as much as the survivors had 
required, which might demotivate the survivors and lowered their productivity and 
morale. However, it is the survivors who should have the greatest influence on the 
organization's future performance. In view of this, we have the following 
recommendations for the companies to implement downsizing strategies effectively so 
as to increase organizational effectiveness. 
Before Downsizing, Salary or Fringe Benefits Cut 
A successful downsizing, salary or fringe benefits cutting process requires 
planning that begin long before the formal announcement. The company should 
proactively planning the process to minimize survivors or staffs anger and preserve 
trust and empowerment. Effective planning process includes the following : 
Using Downsizing as the Last Resort Employees often regard downsizing as a 
39 
sign signaled by top management, which refers them simply as costs instead of 
valued assets. As such, senior managers must counteract this mistrust by meeting 
the needs ofboth survivors and laid-ofF workers. They should show their concem 
by trying all possible alternatives before implementing downsizing. For example, 
companies can implement hiring freezes, salary freezes, overtime restrictions, pay 
cuts, elimination of bonuses etc. before actually reduce the workforce. This 
approach demonstrates that management also concems its employees and will try 
their very best to retain them until all options have been exhausted. 
Besides, compared to forced layoffs, voluntary separations (e.g. employee 
buyouts, early retirements) can lower the negative effects on the morale of both 
survivors and victims as those of forced layoff (Mishra, Spreitzer & Mishra， 
1998). In fact, people want to voluntarily exit the company instead ofbeing laid-
off. However, the company may have a risk oflosing productive employees since 
they are the most easiest to find jobs elsewhere. As such, top management must 
try to retain the key employees in the organization by emphasizing their 
importance and ensuring their positions in the organization after downsizing. Top 
management can also try to promise a bright career prospect to them in order to 
retain them in the company. 
Good Planning. The plan to downsize and cut salary or fringe 
benefits must consider all employees' needs so as to make sure that all employees 
trust the fact that management concems their needs. Survivors may feel that they 
are in control of their destiny, even if it the company has implemented layoffs. 
Well-trained, well-respected managers who know the business and its people 
should be responsible for the planning. Downsizing, salary or fringe benefits cut 
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without planning can make managers look incompetent, which may lose trust 
from the employees. 
Use Experts, From our results, we found that there was a discrepancy 
between employees' expectation and companies' actual practice in organizing 
motivation programs by outside consultants (refer to figure 4 and figure 7). This 
demonstrated employees' need for motivation programs organized by the 
companies. In fact, some areas such as placement and counseling for which the 
managers may not be that familiar with, should be done by outside experts 
(Mishra, Spreitzer & Mishra, 1998). As such, during downsizing, managers can 
contact some outplacement companies which can help its laid-ofF stafF to obtain 
newjobs quickly. 
Companies which experienced downsizing, salary or fringe benefits cut may 
experience a drop in the staffs morale, productivity and organizational 
commitment (HenkofF, 1990)，(Bishop & Scott，1997). As such, these companies 
can invite outside consultants to provide personal counseling to both the 
survivors and the stafF. Experts can help to preserve employees' feelings of 
empowerment and fight their feelings of helplessness. EQ training for survivors 
after downsizing, or for stafF after salary or fringe benefits cut, enables a company 
to better respond to the immediate needs of all employees. Using outside experts 
may also encourage employees to trust in the fact that their companies concern 
about them. 
Provide Training to Managers, Training provided to managers should include 
ways to communicate the announcement of downsizing, salary or fringe benefits cut 
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empathetically and convincingly. The training should also provide managers with the 
skills and practice in telling employees about the layofF, salary cut or fringe benefits 
cut. Managers, including the human resources manager, should be able to answer any 
questions from the employees. In fact, managers should be prepared to deal with their 
own emotions as well as those of the employees in advance so that they can feel more 
competent in executing this difficult task. Expert should give counseling and support 
to the managers after they share the news with the employees on how to deal with their 
own guilt. 
During Downsizing, Sa!arv or fringe Benefits Cut 
After a careful planning of the downsizing strategies，companies should also pay 
attention to the ways on how to implement the downsizing practice effectively. It has 
been found that employees react more favorable if they believe that the layoff, salary 
or fringe benefits cut is fair (Brockner 1992). Survivor's perceptions of the faimess of 
the layofFare determined by their beliefs about why the layoff occurs as well as how 
the layofFis implemented OBrocker，1992). As such, careful consideration must be 
given to the implementation of the process of downsizing, salary or fringe benefits cut. 
Moreover, effective downsizing practice or salary and fringe benefits cutting practice 
also enhance the reputation of the company. An effective implementation should 
include the followings: 
Communication, Survivors need to believe that the layoff is truly 
necessary rather than caused by managerial greed or incompetence etc. It is also 
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true for a salary cut or a fringe benefits cut. Also, employees who have full 
knowledge of the company's finance and its industry feel more control of the 
uncertainty OVfishra, Spreitzer & Mishra，1998). From our results, we can see 
that employees have a very high expectation in companies to explain the reason of 
downsizing, salary cut or fringe benefits cut (refer to figure 4 and figure 7 
respectively). In fact, sharing sensitive financial or competitive data helps 
employees to have faith on management in staying open and honest. Managers 
must be open and honest to tell the reasons for the downsizing, salary or fringe 
benefits cut as well as the implementation process in order to avoid distrust from 
the employees. The company should communicate its future vision so that 
survivors or staff can have a sense of hope and personal control about the future 
and feel empowered. 
Besides, by emphasizing the necessity of downsizing due to market changes 
or unanticipated decreases in product demand, it helps employees to realize that 
downsizing, salary or fringe benefits cutting does not reflect their own 
contributions. Moreover, during downsizing, survivors also concern about the 
details of the downsizing practice, so as to know more about the degree of 
changes in theirjob structure as well as company' future direction. Furthermore, 
the more detailed the company give to the staff during downsizing, the more they 
feel the respect from the companies. 
In addition, managers need to make the information sought by the survivors 
or stafF as clear as possible. Overcommunicate is needed because information that 
was sent to the workforce does not ensure that said information was heard by the 
workforce. If the intended message is not heard, grapevine is likely to become 
the primary source of information, which is erroneous or damaging to the 
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organization. As such, managers need to overcommunicate pertinent information 
to the survivors in a downsized organization or staff in a salary or fringe benefits 
cutting company. Face-to face communication is most effective in resolving 
misunderstandings and conveys nuances better than e-mail, newsletters or faxes. 
Management's openness and honesty can help to preserve and build trust by 
showing its true intentions which is undistorted by rumor or third-party's 
interpretation. . 
Provide Ample Advanced Notice, By providing ample advanced 
notice, the downsized organization can enjoy two benefits: the victim ofthe 
layoffs should exit more gracefully as having more time to find a newjob and are 
psychologically more well-prepared before the layoff (Mishra, Spreitzer & 
Mishra, 1998), the survivors will also be more appreciative, leading to better 
productivity or morale. In salary or fringe benefits cutting companies, notifying 
the employees in advance also allow employees to be more well-prepared for their 
future economical lives. 
Involve Employees in the Layoff Decision Process, Companies should 
allow employees to participate in the process. For example, prior to downsizing, 
organizations should actually seek advice from their workforces on how to cut 
costs. If downsizing is the only choice, managers should consult employees， 
comments on how to implement i t Indeed, our results showed that employees 
had a high expectation of discussing with the managers before salary cut or fringe 
benefits cut (refer to figure 7). This practice has two benefits. First, employees 
may have creative solutions on how to do more with less resources without 
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necessarily to laying off stafF or cutting salary or fringe benefits. Second, if 
downsizing, salary or fringe benefits cutting is the only solution, employees are 
more likely to view them as fair than if the company autocratically impose upon 
them. 
Decision Rules, Although no decision rule such as merit, seniority 
or function sounds more fair to the employees than the other, employees still want 
to know what decision rule the company has adopted to determine who would be 
laid-off or who would be reduced in salary or fringe benefits. Consistency must 
be ensured by the manager in implementing those rules, for example, if merit is 
the basis for one, then it should be the basis for all. Also, if merit is really the 
decision nile, a fair performance appraisal system must be used. By knowing 
clearly the decision rule, it can enhance employees' perceived faimess. 
Dignity andRespect. Treating the survivors and stafF with dignity and 
respect is as important as providing tangible assistance during downsizing，salary 
or fiinge benefits cutting. 
Increase Managerial Accessibility, In stressful times such as 
downsizing, salary or fringe benefit cutting, employees feel confused, insecure and 
upset. As such, management at all levels should increase its accessibility to the 
workforce. For example, having managers walking around, or setting up a 
hotline so that employees could call to have their questions answered 
immediately, or organizing an open forum for employees to ask questions can 
enhance employees, job security, which can also improve employees' productivity 
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and morale. In fact, as shown in figure 4 and figure 7，employees' expectation for 
organizing an open forum outweigh the companies' actual practice no matter for 
downsizing, salary cut or fringe benefits cut. It demonstrated that employees 
required more than what the companies had actually done. 
After Downsizing, Salary or Fringe Benefits Cutting 
From our results, it showed that after downsizing, human resources manager 
perceived that there was a decrease in survivors' morale and psychological health. 
Therefore, managers should think of ways to reinvigorating the survivors so as to 
improve organizational effectiveness. 
Ways to Improve Morale 
Job enrichment Survivors or employees that experienced salary or 
fringe benefits cut not only care about the quantity of their workload, but also on 
the change in the quality or enjoyability of their jobs. If their work has become 
more intrinsically interesting, their productivity and morale should increase 
(McConnel 1996). Ways to enrich the job are: involves employees in decision 
making, let them work in teams which leads to greater variety and reduced 
isolation etc. 
Reestablishing Salary Equilibrium and Job Security. Under normal 
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circumstances, i.e. without layoffs，job security and wages are not major 
motivating forces. Rather, they are potential dissatisfier, which means that as 
long as wages and job security sounds reasonable to the employees，the concern 
for them is secondary. However, under circumstances where job security is 
eliminated such as during downsizing, job security and wages become important 
factors that affect employees' motivation OMcCormell, 1996). In such a way, 
managers should help the survivors to reestablish a measure of equilibrium with 
their altered surroundings and achieve a relative sense of security. In fact, as long 
as an employee is preoccupied with personal survival, individual productivity will 
decline. As such, it is important to communicate with employees fully, 
repeatedly, completely that employees' aggregate job performance is the 
organization's best survival guarantee, and their performance is their own best job 
security, so as to enhance their morale and productivity. 
Besides, in a salary or fringe benefits cutting company, managers can 
increase their perceived equity between their input/output ratio and those o f t h e 
workers in the corresponding position in the same industry by letting the 
employees know the average salary of other companies. Managers can emphasize 
the economic downturn which results in a decrease in pay. In such a way, 
employees may still perceive the salary or fringe benefits cut as reasonable and 
fair. 
Incentive Program, After downsizing, salary or fringe benefit cutting, 
companies can also create incentive programs that encourage and acknowledge 
innovation, commitment, and enhance productivity, in order to facilitate morale. 
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Individual Department Orientation. After downsizing, the 
organizational structure orjob duties may change for each department. Individual 
department can organize orientation programs to ensure all staff to be familiar 
with the new structure and operational principles. Goals and Objectives can also 
be formed together with the survivors to increase their participation in shaping the 
post-layoff working environment. Managers should motivate the survivors to 
cooperate with one another to work towards the goals, and thus enhance their 
morale. 
Ways to Improve Organizational Health 
Communicatiotu Communication means talking to employees, facilitating 
expression behavior, and engaging in deep listening. Managers should perform as 
a good listener, and facilitate employees' expression behavior. It means that 
managers should give a chance to employees to talk about what they are 
experiencing and feeHng. Managers could then provide feedback and address the 
needs of the employees.. 
There are several advantages for open communication between managers 
and survivors. First, it can lead to modifications of the companies' practice that 
can meet employees' needs. Second, listening enhances employees' acceptance 
and support to the organization's actions and direction. Third, listening 
emphasizes and reinforces the value of open feedback and sends a cultural signal 
that feedback is being valued in the company (Stoner & Hartman, 1997). 
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EQ Training. Downsizing, salary or fringe benefits cutting are being 
perceived as stressful events to the employees, which have great impact on their 
psychological health. To deal with this, companies should find outside experts 
such as counseling consultants to organize EQ training, motivation program for 
its survivors to reinvigorate their morale and psychological health. In such a way, 
survivors may perceive that their companies value and concem about them. 
Indeed, our results showed that companies did not organize enough motivation 
programs as employees had expected ( refer to figure 4 and 7). 
Ways to Improve Productivity 
After downsizing, salary or fringe benefits cut, productivity may decrease 
(Henkoff，1990). It may be due to the misconception held by employees that no matter 
how hard they work, they may be laid-off in the future or may not be offered any 
increase in salary or fringe benefits. To erase this misconception of the employees, 
employers should find ways to enhance their productivity. 
Give Employees Responsibilities, Managers should give employees 
responsibilities not only for what they do but also for the results they produce. 
Employees want to know why their work is important and how it contributes to the 
organization's major goals. Therefore, having responsibility for one's work can 
greatly encourage voluntary effort. 
Focus on Employees，Strengths, Employees want to make good use of their 
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skills and are eager to develop their strengths. Managers should develop the strengths 
of the employees by giving tasks that fit with their strengths. 
Celebrate Success. After downsizing, salary or fringe benefits cut, employees' 
morale may suffer. However, they still want a sense of worth in their jobs, and to be 
recognized for their contributions with positive, visible, personalized feedback on an 
ongoing basis. As such, managers should provide public praise to employees randomly 
and informally for the work which they do well. This may consist of having a 
departmental meeting to acknowledge someone's contribution. Recognition can also 
be achieved by improved status through either a new job title or additional job 
responsibility. Moreover, companies can also provide extra bonus to motivate 
employees. 
Provide Training. Since survivors have to take up responsibilities ofthose who 
have been laid-ofF, in which they are not familiar with, this may cause stress to them, 
thus affecting their performance. As such, companies should provide training to the 
survivors to give them confidence to work in a new environment and make them feel 
more competent and empowered. In fact, our results showed that employees had 
expected to have more skill training programs than the companies had provided ( refer 
to figure 4 and 6). 
Build Better Communications between Managers, Employees and Peers. 
Employees want to know the expectation of their performance as well as to receive 
feedback from their superior in order to improve their performance. As such, clear, 
positive, consistent communication is essential to make certain that employees 
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understand what they are expected to achieve. 
Ways to Improve Organizational Commitment 
From our research findings，we found that organizational commitment was very 
low in the present workforce, no matter whether or not there was a downsizing. This 
might result in a negative effect on productivity (John B. Miner, 1992). As such, 
companies should pay more attention to increase employees' organizational 
commitment: 
Supervisioru Research has found that satisfaction with supervision has a positive 
effect on organizational commitment (Bishop & Scott，1997). Therefore supervisors 
should provide support to the survivors by guiding them to work towards the goals, 
giving them enough autonomy, listening to their concerns and meeting their needs, as 
well as acknowledging their good performance. All these can help to increase 
employees，organizational commitment after downsizing, salary or fringe benefits 
cutting. 
Profit Sharing, The benefits plans that most correlate with employees 
commitment are stock-purchase ownership plans, profit sharing, and cash bonus plans. 
These programs enable employees to link their own future success or failure with those 
of the companies, thus encouraging them to be more emotionally attached to the 
organization, i.e. enhancing their affective commitment. 
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C H A P T E R V n 
LMITATIONS 
Despite the overall consistency in the analysis we retrieved from our survey, we 
had identified some limitations in our research. First, our sample size of the human 
resources managers was not large enough. As such, it confined our research to a 
substantially small scale which might affect the reliability and representativeness of our 
results. Second, as our two sample groups (employees and human resources 
managers) came from different companies, it might also limit the reliability and 
accuracy of our results when we cross-compared the two samples. Third, due to the 
extraordinary sensitivity of the issue "company downsizing" to most companies 
(especially at the present economic recession period), many human resources mangers 
were very cautious in replying their questionnaires. Hence, there could be chances that 
some of them did not reveal the full picture of their downsizing practices in the 
questionnaires. In addition, the sensitivity of our research topic also led to the lack of 
participation from the human resources managers, which in tum affected our sample 
size. 
Regarding future research, we recommend companies to conduct the survey in a 
larger scale by using a larger sample size so that a more general picture could be 
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revealed. Also, we recommend them to use samples (employees and human resources 
managers) from the same companies so that a more reliable and accurate results could 
be obtained when we cross compare the two populations. 
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CHAPTERVm 
CONCLUSION 
In view of our findings, companies were not doing enough to meet the 
employees，needs during downsizing, salary cut or fringe benefits cut. The actual 
practices of the companies were insignificant or ineffective in the sense that employees 
did not perceive as much as their companies had actually done. As such, human 
resources managers should communicate more to the employees in order to implement 
practices that best suit them. Besides, human resources manager should also pay 
attention to the low organizational commitment and poor psychological health of the 
employees. Programs that can facilitate employees' morale, productivity, 
psychological health and organizational commitment should also be launched to 
enhance organizational effectiveness. 
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Appendix I 
FIGURE 1. THE EFFECT OF JOB mSECURITY QN W O R K PERFORMANCE 
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Appendix I 
‘ . 
Figure 3 p^equency Distribution of the Things Being Done to the Layoff Staff During Downsizing 
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Appendix I 
F i g u r e 5 Companson of Employees' and HR Managers' Perception 
Regarding Things Being Done to the Survivors During Downsizing 
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Figure 7 Comparison of Employees' Expectation to Companies Actual Practice During Salary or Fringe Beneftts Cut 
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Appendix H 
Figure 9 comparison of Empk)ye«s' Expectation and HR Managers' 
Actual Practice During Salary or Fringe Benefits Cut 
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Appendix I 
Questionnaire for Employees 
We are CUMBA year 2 students and are doing our fmal year project regarding 
organizational commitment and psychological health. As such, we would Uke to invite 
you to fill in the foUowing questionnaire which should be no more than 15 minutes. All 
information will be kept confidential. Thank you! 
1.Has your company experienced a downsizing in the past 18 months ？ Yes No ^ Go to Q.4 
2.What has your company done to the lay-off staff? (May choose more than 1 answer) 
— Discussed with the staffs regarding the downsizing practice before the company actuaUy did that 
二 Organized a formal meeting which clearly explained the reasons of downsizing 
= Notified the lay-off staffs individuaUy by superior 
二 Notified the lay-off staffs by letter 
~ Provided compensation according to the requirement of the labor legislation 
~ Provided compensation that was more than the requirement of the labor legislation 
~ Collected information from the Labor Department for the layK)ff staff to fmd new jobs 
二 Contacted some job agencies to assist the lay-off staff in finding new jobs 
~ Negotiated with other companies to recruit the lay-off staffs 
~ Invited consulting companies to organize outplacement for the lay-off staff 
— e.g. resume writing skills, interviewing skills 
— Others (please specify : — ^ 
3. What has your company done to the survivors? Q^sy choose more than 1 answer) 
—Organized a formal meeting which clearly explained the reasons of downsizing 
= O r g a n i z e d a formal meeting to ensure their positions in the company 
= E n s u r e d the positions of the survivors by their superior 
~ Invited consulting companies to organize motivation programs for the survivors 
e.g. EQ Training, Team-work Building 
__ Provided bonus to the survivors for taking up extra responsibiHties 
= P r o v i d e d specific skills training programs to the survivors for taking up extra 
responsibiUties 
—Organized an open forum for the survivors 
~ Organized social activities to facilitate upward and downward communication of staff in the 
company 
_ Others (^lease specify : ^ 
4. What do you expect your company to do for the survivors if it downsize in the future? 
( ^ y choose more t W 1 answer) 
一 Organize a formal meeting which clearly explain the reasons of downsizing 
= O r g a n i z e a formal meeting to ensure their positions in the company 
— E n s u r e the positions of the survivors by their superior 
: I n v i t e consulting companies to organize motivation programs for the survivors 
— e . g . EQ Training, Team-work Building 
— P r o v i d e bonus to the survivors for taking up extra responsibilities 
一 Provide specific skills training programs to the survivors for taking up extra 
responsibiHties 
一 Organize an open forum for the survivors 
~ Organize social activities to facilitate upward and downward communication of staff in the 
company 
一 Others ^lease specify : ) 
6 0 
« 
5. Have you and>'or your colleagues experienced a salary cut in the 
past 18 months? Yes No 
6. Has your company reduced the fringe benefits ofits 
staffs in the past 18 months? Yes No 
7. What has your company done to the staffs regarding saIaiy cut or fringe benefits cut? 
(May choose more than 1 answer) 
— D i s c u s s e d with the staffs regarding the salary cut or fringe benefits cut before the company actually 
— d i d that ^ 亡 
一 Organized a formal meeting which clearly explained the reasons of salary cut or fnnge benefits cut 
= Notified the staffs individually by superior 
= N o t i f i e d the staffs by letter 
= Invited consulting companies to organize motivation programs for the sumvors 
— e.g. EQ Training, Team-work Building 
— Organized an open fomm for the survivors 
“ O r g a n i z e d social activities to facilitate upward and downward conununication of staff in the 
company 
— Others (^lease specify : ) 
8. What do you expect your company to do to the staffs regarding salaiy cut or fringe benefits cut? 
(May choose more than 1 answer) 
— D i s c u s s with the staffs regarding the salary cut or fringe benefits cut before the company actuaUy 
— d o that 二 ^ _ + 
— O r g a n i z e a formal meeting which clearly explain the reasons of salary cut or frmge benefits cut 
= Notify the staffs individually by superior 
= N o t i f y the staffs by letter 
= I n v i t e consulting companies to organize motivation programs for the sumvors 
— e.g. EQ Training, Team-work Building 
— Organize an open forum for the sumvors 
~ Organize social activities to facilitate upward and downward conununication of staff in the 
company 
— Others (i>lease specify : ^ 
Strongly Strongly 
Agree Disagree 
9. I would be happy to spend the rest of my career 1 2 3 4 5 
with this organization. 
10. One ofthe major reasons I continue to work for this 1 2 3 4 5 
organization is that I believe that loyahy is important 
And therefore feel a sense of moral obUgation to stay. 
11. It wouldn't be too costly for me to leave my 1 2 3 4 5 
Organization right now. 
12. When I get home after work, I am so preoccupied with 1 2 3 4 5 
what happened on thejob that I can't taDc with my 
spouse or friends. 
13. My life would be much disrupted if I decided to leave 1 2 3 4 5 
my organization right now. 
14. If I got another offer for a better job elsewhere I would 1 2 3 4 5 
not feel it was right to leave my organization. 
15. I stay in "high gear" and have trouble relaxing once I 1 2 3 4 5 
leave work. 
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16. I enjoy discussing my organization with people outside 1 2 3 4 5 
the company. 
17. Right now, staying with my organization is a matter of 1 2 3 4 5 
necessity as much as desire. 
18. Jumping from organizationto organization does not 1 2 3 4 5 
seem at all unethical to me. 
19. This organization has a great deal of personal meaning 1 2 3 4 5 
for me. 
20. hi describing me，my friends would say that I eat， 1 2 3 4 5 
drink and think myjob 
21. I am not afraid of what may happen if I quit my j ob 1 2 3 4 5 
without having another one lined up. 
22. I do not think that wanting to be a 'company man，or 1 2 3 4 5 
'company woman，is sensible anymore. 
23. I do not feel emotionaUy attached to this organization. 1 2 3 4 5 
24. I feel that I do not have many other job options i f I 1 2 3 4 5 
leave this organization. 
25. Even when Vm away fromthe job, I spend much ofmy 1 2 3 4 3 
time thinking about my work. 
26. I was taught to believe in the value of remaining loyal 1 2 3 4 5 
to one organization. 
27. I really feel as ifthe organization's problems are my 1 2 3 4 3 
own. . 
28. One ofthe major reasons I continue to work for this 1 2 3 4 ’ 
organization is that leaving would require considerable 
personal sacrifice - another organization may not match the 
overall benefits I have here. 
29. After I leave work for the day，I continue thinking about 1 2 3 4 ^ 
all the problems and go through them again in my mind. 
3 0. I think that people these days move from company to 1 2 3 4 5 
company too often. . 
31. I think that I could easily become as attached to another 1 2 3 4 ’ 
organization as I am to this one. 
32. One ofthe few serious consequences ofleaving this 1 2 3 4 5 
organization would be the scarcity of available alternatives. 
33. Things were better in the days when people stayed with 1 2 3 4 5 
one organization for most of their careers. 
34. Over the past few months, I find it is becoming 1 2 3 4 5 
increasingly difficult to unwind at the end of my work day. 
35. I do not feel Uke a member ofthe family at my organization. 1 2 3 4 5 
3 6. It would be hard for me to leave my organization right 1 2 3 4 5 
now, even if I wanted to . 
37. I do not believe that a person must always be loyal to 1 2 3 4 3 
his or her organization. 
3 8. I do not feel a strong sense ofbelonging to my organization. 1 2 3 4 3 
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Appendix n i 
Questionnaire for Human Resources Managers 
1 .Has your company experienced a downsizing in the past 18 months ？ Yes No -> go to Q.7 
2. What has your company done to the lay-off staffs when there was a downsizing? 
(May choose more than 1 answer) 
一 Discussed with the staffs regarding the downsizing practice before the company actuaUy did that 
= O r g a n i z e d a formal meeting which clearly explained the reasons of downsizing 
= N o t i f i e d the lay-off staffs individuaUy by superior 
= N o t i f i e d the lay-off staffs by letter 
~ Provided compensation according to the requirement of the labor legislation 
= P r o v i d e d compensation that was more than the requirement of the labor legislation 
二 Collected information from the labor department for the lay^)ff staffs to find new jobs 
~ Contacted some job agencies to assist the lay-off staffs in finding new jobs 
~ Negotiated with other companies to recruit the lay-off staffs 
~ Invited consulting companies to organize outplacement for the lay-off staffs 
— e.g. resume writing skills, interviewing skills 
— Others (please specify : ^ 
3. What has your company done to the survivors when there was a downsizing? 
—Organized a formal meeting which clearly explained the reasons of downsizmg 
= O r g a n i z e d a formal meeting to ensure their positions in the company 
= E n s u r e d the positions of the survivors by their superior 
二 Inyited consulting companies to organize motivation programs for the survivors 
— e g. EQ Training, Team-work Building 
__ Provided bonus to the survivors for taking up extra responsibiMes 
= P r o v i d e d specific skills traming programs to the survivors for taking up extra 
responsibiMes 
Organized an open forum for the survivors • 
= O r g a n i z e d social activities to facilitate upward and downward conununication of staff in the company 
— O t h e r s (please specify : ^ 
]fjour company has downsized in the past 18 months, please answer questions 4^^^^^ ^^^^^ 
4.What was the effect on productivity of the sumvors 1 2 3 4 5 
after downsizing? 
5.What was the effect on morale of the survivors afler downsizing? 1 2 3 4 5 
6. What was the effect on psychological health of the survivors 1 2 3 4 5 
after downsizing ？ 
7. Has your company experienced a sala^ cut in the past 18 months? Yes No 
8 Has your company reduced the firinge benefits of its staffs in the 
pastl8months? Yes ， E n d o f q u e s t i n n a i r e 
9. What has your company done to the staffs regarding salary cut or fringe benefits cut? 
(May choose more than 1 answer) 
— D i s c u s s e d with the staffs regarding the sakiy cut or fringe benefits cut before the company actuaUy 
— d i d t h a t ^ ^ ^ , • + 
_ Organized a formal meeting which clearly explain the reasons of salaiy cut or frmge benefits cut 
= N o t i f i e d the staffs individually by superior 
= Notified the staffs by letter 
: I n v i t e d consulting companies to organize motivation programs for the survivors 
— e.g. EQ Training, Team-work Building 
__ Organized an open forum for the survivors 
~ Organized social activities to facilitate upward and downward communication of staff in the company 
一 Others (please specify :. — ^ 
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